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(54) Tide: MERCHANDIZING SYSTEM 
(57) Abstract 

A host computer is used as the over- 
all control point of a merchandising system. 
Trie host computer is interconnected to a 
brand corporation computer wherein a manu- 
facturer, distributor, or other entity supplying 
products and offering discounts on products 
can update the host computer with informa- 
tion relative to specific products. The host 
computer Is also interconnected to an in-storc 
computer which serves as an interface to con- 
sumer Interface kiosks and in-store points of 
sale. The host computer is used to track con- 
sumer buying behavior through hrfonnation 
provided by a point-of-sale. The host com- 
puter analyzes the information according to 
brand and retail criteria, and based on a con- 
sumer specific profile, a consumer specific 
discount is determined for each consumer for 
each product on promotion in the program. A 
discount may be provided by the retail store 
and/or the brand corporation. When a con- 
sumer Is specifically identified at a kiosk, a 
customized list of discounts is printed for the 
specific consumer. The list includes the new 
"targeted net price" for the promoted prod- 
uct, which is the store price less the consumer 
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MERCHANDIZING SYSTEM 



TECHNICAL FfKTfltt 

The present invention is related to a system for offering discounted product 
prices to targeted consumers, and more particularly, to a merchandizing system which 
provides discount pricing to specifically identified consumers based on consumer 
purchasing behavior, consumer profile information and overall consumer purchasing 
habits including in-store purchasing, home shopping, and other relevant purchasing 
information. 



10 



IS 



BACKGROUND OF TKtt TNVirN^fftiVf 

Various discount programs and coupon programs are well-known for 
providing discounted product prices to consumers in order to persuade consumers to 
try certain brand products or to maintain consumer loyalty to certain brand products 
through competitive pricing. For example, some manufacturers provide in-store 
coupon dispensing machines directly associated with the location of a product to 
entice consumers to purchase the product at a discounted price. It is also well known 
to print product advertisements, which include coupons, that offer consumers a 
discounted product price by redeeming the coupon when purchasing the product at the 
point of sale (POS). One coupon system provides coupons to selected consumers and 
specifically identifies the consumers associated with the particular coupons. 
However, such systems do not provide a discount to a specifically identified consumer 
based on the past shopping behavior of the consumer. 

Paperless coupon systems have also been developed which include for 
example an integrated circuit (IC) card or magnetic strip card which identifies the 
consumer and which may also contain product discount information directly on the 
card. The card may be associated with particular products and/or may be valid for a 
particular period of time. 

Additionally, all of these prior art systems are concerned with providing a 
specific discount, e,fi„ the coupon value, having a face value which i<s 
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<?yTMMARY OF TFTF INVENTION 

Objects of the present invention include the provision of a merchandising 
system that provides a comprehensive analysis of consumer behavior to enable 
product brand manufacturers and retailers to specifically target* product discounts and 
5 promotions to specifically identified consumers and/or groups of consumers. 

Another object of the present invention is to provide such a merchandising 
system which includes a centralized database which receives information from 
numerous merchandising facilities and sources such that a profile of consumer 
purchasing behavior, which is generated based upon the information contained in the 
10 centralized database, is accurate and comprehensive, and is particularly useful to 
product brand manufacturers and retailers for making decisions regarding product 
discount pricing and product promotions to be offered to specifically identified 
consumers to effect the purchasing behavior of the specifically identified consumer. 

A still further object of the present invention is to provide such a 
15 merchandising system which provides information to the consumer regarding the net 

price of a promotional product, the net price reflecting the retail price of the product in 
the particular store less discounts offered by the manufacturer and/or retailer such that 
the net price is the final price the consumer must pay at the POS. 

Another object of the present invention is to provide such a merchandising 
20 system wherein the home shopping (on-line) based activity and behavior of the 

consumer is reflected in the system, and wherein the behavior of the consumer on site 
at in-store locations, such as retail shopping outlets, is reflected in promotional offers 
provided to consumers utilizing home shopping services. 

According to the present invention, a host or central computer unit (host 
25 computer) is used as the overall control point for the system of the present invention. 
The host computer, which is located remotely from a retail store, may be 
interconnected to a brand or corporate computer (brand computer) wherein a 
manufacturer, distributor, or other entity supplying products and offering discounts on 
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products can update the host computer with information relative to specific product,. 
Such information includes UPC codes which specifically identify products; pricing 
information indicative of the price of products manufactured for particular regions or 
for particular stores; discount information indicative of discount offered to specific 
coiisumcrs which meet certain profile criteria; and other information relevant to the 
identity or pricing of particular products. Additionally, the Brand computer can 
receive information from the host computer indicative of consumer activity relative to 
specific products. 

According further to the present invention, the host computer is interconnected 
to a retail workstation (in-store computer) which serves as an interface to consumer 
interface means and consumer data acquisition means, the in-store computer being 
used to transfer information to the host computer. Information may be exchanged 
between a central retail corporation computer and the host computer and/or in-store 
computers of stores in the retail chain. The consumer interface means connected to 
the in-Store computer may include one or more consumer interface terminals (kiosks) 
which are units specifically designed for interfacing with consumers. 



In further accord with the invention, the host computer is used to track UPC 
level consumer buying behavior through information provided by the store's check- 
out register or point-of-sale (POS) via the in-store computer. Alternatively, the POS 
terminals in the retail store may be directly interfaced with the host computer. The 
host computer analyzes the POS information according to brand and retail criteria, and 
based on a consumer profile, a consumer specific discount is determined for each 
consumer for each product on promotion in the program. A discount may be provided 
by the retail store and/or the brand corporation. This discount is then stored at the 
consumer interface terminals at the stores in the applicable retail chain or chains. 
Alternatively, the information may be stored at the retail corporation computer or in 
the host computer. In this case, the discounts are accessed by the consumer interface 
terminals via communications with the retail corporation or host computer. The 
information is stored for a specific time period or until such time as that the consumer 
enters its consumer identification code at the consumer interface terminal. The 
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targeted discount is then applied to that individual store's price on that product for 
that particular day* Based on this information, the consumer interface terminal 
generates a custom store circular which is customized to the particular consumer. The 
circular lists the regular price, the discount and the new "targeted net price" for the 
5 promoted product This price is then stored in the in-store computer until the 

consumer is identified at the POS. At the POS, the net price is automatically applied 
to that product. 

In further accord with the present invention, the host computer analyzes the 
consumer shopping behavior and classifies the consumer for specific discount offers. 
10 More particularly, consumers are classified by brand loyalty, such as loyal, switcher 
and competitive. Additionally, the consumers are classified by their shopping 
volume, such as light, moderate and heavy. 

According still further to the invention, the home shopping behavior of the 
consumer may also be utilized by the host computer. A home shopping computer may 
be interconnected to the central retail corporation computer or the host computer. The 
home shopping computer may be accessed by consumer home computers via 
telephone lines, cable lines, satellite communications, or any other suitable means of 
communications for conducting purchasing transactions with a home consumer. The 
home shopping behavior of the consumer is then included in the host computer profile 
of the consumer. 

In further accord with the present invention, when a consumer interfaces with 
a kiosk, the consumer is uniquely identified, for example by entering a unique code or 
by using an identification card such as a magnetic strip card or integrated circuit card. 
When the consumer has been validated as a user of the system and specifically 
25 identified, user information is relayed to the kiosk from the host computer, or 

retrieved from a memory in the kiosk, so that specific net price discount offers and 
promotions may be offered to the consumer. This information may be provided to the 
kiosk in the form of a list or other information to identify specific discounts that are 
available to the consumer. The information relative to the consumer is printed out on 
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specific pricing information, such as retail price, discount amount and net price after 
discount. The consumer can then use the printout or list while shopping to select 
items from the list to be purchased at the net price after discount. When the consumer 
exits the store, either the same identification means or the list is used to specifically 
identify the consumer at the checkout register or point of sale (*OS), and the 
consumer is provided with the discounts identified on the list After checkout, 
transaction information relative to the specific consumer and the items purchased are 
relayed from the in-store computer to the host computer for updating the host 
computer database. This information is then used to refine the consumer profile based 
on the- shopping habits and behavior of the consumer. 

According still further to the present invention, the consumer profile may be 
used to offer certain discounted prices and other promotional items to a consumer 
utilizing a home shopping service. 

In still further accord with the invention, the consumer profile may be used to 
provide a free product sample to the consumer. The behavior of the consumer after 
receiving the free product sample is used to refine the consumer profile and to 
evaluate the efficacy of the free product sample transaction. 

The present invention provides a significant improvement over the prior art 
because the invention provides a comprehensive profile of a consumer to accurately 
track and characterize the shopping behavior of the consumer. Additionally, the 
present invention provides the ability to generate a shopping list which includes 
discounts to be offered to the consumer and/or net pricing, which is pricing to be 
offered to the consumer for specific products reflecting a specific retail store price less 
a discount offered to the specific consumer. This method of providing discounted 
prices to the consumer as a net price provides the consumer with the ability to 
comparatively shop such that the net price or discounted price may be compared with 
the price of other available products. 

The foregoing and other objects, features and advantages of the present 
invention will become more apparent in light of the following detailed description of 

PAGE 17/25 * RCVD AT 8/4/2008 4:12:31 PM [Eastern Daylight Time] * SVR:USPTO-EFXRF-3/13 * DNIS:2738300 * CSIO:7038467799 * DURATION (mm-ss):07-28 



20 



25 



Fax sent by : 7038467799 
WO 98/21713 



88-04-96 04:14 Pg 

BEST AVAILABLE COPY 

FCT/US97/20765 



exemplary embodiments thereof, as illustrated in the accompanying drawings. 
BRIEF DESCRIPTION OFTTTF. DRAWINGS 

Fig. 1 is a schematic block diagram of a merchandising system in accordance 
with the present invention; 

5 Fig. 2 is a logic flow diagram showing how a user of the merchandising 

system of Fig. 1 utilizes the system when entering a participating store; 

Fig. 3 is a diagram showing a shopping list printed for a user of the system of 

Fig. 1; 

Fig. 4 is a logic flow diagram showing the check out at a point of sale (POS) 
10 by a user of the merchandising system o f Fig. 1 ; and 

Tigs. 5-7 are diagrams showing the classification of consumers based on their 
purchasing behavior. 

BETAILEP PESgRXPTION OF THE IIWENTtON 

The merchandising system of the invention is particularly well -suited for 
1 5 providing specifically identified consumers with promotional offers and discounted 
pricing which is specifically targeted to the identified consumer based on the known 
behavior of the consumer. The system of the invention relies on information provided 
by brand manufacturers and distributors to uniquely identify information regarding the 
quantity, size, and pricing of brand products. Also associated with the brand 
20 information is specific brand discount information. The system of the present 

invention also relies on information provided by retail corporations regarding specific 
brand merchandise carried by the retail corporation* pricing available from the retail 
corporation for the brand merchandise, and consumer behavior in the retail outlets 
(stores) owned and/or managed by the retail corporation. For purposes of the present 
25 invention, the term "retail corporation" is intended to refer to an entity which is in 
control of one or more stores or merchandise oudets where a consumer will go to 
purchase products offered in the store or retail outlet. Additionally, for purposes of 
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the present invention, a brand corporation, manufacturer or distributor is intended to 
identify an entity which is the source of retail products provided to retail corporations 
for sale ,n stores or retail outlets. Brand corporations typically control the quantity, 
packaging, and pricing of the products. 

Referring now to Fig. 1, a host computer 10 is directly coupled to a brand 
corporation computer 1 1 and a retail corporation (chain)computer 12. The host 
computer 10 provides processing and information storage relative to promotion 
targeting, management and analysis. Additionally, in-store computers 15 are 
interconnected to the retail corporation computer 12 and host computer 10. Each in- 
sure computer 15 is interconnected to one or more in-stcre consumer interface, 
(kiosks) 1 7 and to the in-store point of sale (POS) 20, e.g., cash registers. 

Promotion targeting is controlled based on the allocation of specific 
promotions to consumers that meet certain purchasing behavior patterns. These 
behavior patterns may be identified according to shopping frequency, items purchased 
during shopping, product loyalty, number of items purchased during shopping, 
amount spent during shopping, receptiveness to other promotions previously offered, 
or any other information which is specified by a retail corporation or brand 
corporation. The management function includes the storage of information indicative 
of each brand of product, the identification of which brand products are carried by the 
20 retail corporation, the storage of pricing, quantity and size information relative to the 
brand products, the storage of consumer information including the identification of 
specific consumers and the shopping behavior history of specific consumers. The 
analysis function includes the analysis of consumer behavior, and the analysis of 
consumer behavior relative to specific brands and categories of products. The host 
25 computer 10 also performs retail household analysis and segmentation. 

The host computer 10 is interfaced with a data display and manipulation unit 
23, such as video displays, printers, keyboards, etc., that may be utilized to generate 
reports for specific brands, for specific categories of products, for specific pricing, for 
specific retail chains, for specific consumers, or any other reporting based on the ' 
30 information stored in the. hn<:t 

PAGE 19/25 « RCVD AT 8/4/2005 4:12:31 PM [Eastern Daylight Time] * SVR:USPTO-EFXRF-3/13 " DNIS:2738300 * CSID:7038467799 * DURATION (mm-ss):07-28 



Fax sent by : 7838467799 BEST AVAILABLE COPY 88 ~ 04 " 06 64 15 Pg: 20/9? 

WO 98/21713 PCT/US97/20765 

may be interfaced with an Internet or Intranet gateway such that the host computer 10 
can receive, store and analyze information relative to home shopping behavior of 
consumers. 

The retail corporation computer 12 maintains household and consumer 

5 demographic and summary information for the entire retail corporation chain. The 

host computer 10, retail corporation computer 12 and in-store computer 15 allow the 
retail corporation chain to take consumer demographic redundancy out of each 
individual store and maintain it in a single source at a corporate level. The retail 
corporation computer 12 keeps track of per household promotional limits. This 

10 information is provided to the host computer 10. Information indicative of 
promotions available to a particular household are downloaded from the host 
computer 10 to the in-store consumer interface (kiosk) 17, either directly or via the in- 
store computer 15, for providing the appropriate retail chain discount to the consumer. 
A similar process applies to specific brand information. Based on specific criteria 

15 established by the brand, certain brand discounts are provided to the consumers 

meeting the appropriate consumer profile. The brand corporation computer 1 1 and 
retail corporation computer 12 f in conjunction with the host computer 10, maintain 
responsibility for ensuring that a household does not exceed a promotional limit. 
Alternatively, the host computer 10 can maintain all household and consumer 

20 information, and any other information that could be stored on the retail corporation 
and brand computers 12, 1 1. In this case the retail corporation and brand corporation 
may be provided with a passive unit interfaced to the host computer 10 for accessing 
and/or manipulating data. 

The retail corporation computer 12 and host computer 1 0 are interfaced with 
25 the in-store POS 20, either directly or via the in-store computer 1 5, such that each 

individual store sends transaction data to the retail corporation computer 12 and host 
computer 1 0* Therefore, specific consumer behavior in a particular store is updated in 
both the retail corporation computer 1 2 and host computer 1 0- Additionally, the 
interface between the POS 20 and the retail corporation and host computers 12, 10 
30 provides for maintenance of consumer information. Brand promotions are received 
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from the brand corporation computer 1 1 by the host computer 10. Thebrand 
promotions are downloaded from the host computer 10 to the retail corporation 
computers 12 and in^tore computers 15 of retail corporations carrying the specific 
brand. This information is thereafter downloaded to the individual in-store kiosks 17 
The kiosks 1 7 an: provided in the store for direct interface to consumers so that 
consumers may be uniquely identified at the kiosks, such as, the consumer entering a 
unique identifying code and pin, or the consumer utilizing a card which uniquely 
identifies the consumer. The kiosk 17 then retrieves information indicative of 
promotions being offend to the consumer and delivers this promotional information 
to the consumer in the form of a shopping list. 

Referring also to Fig. 2, the consumer enters the store and is provided with a 
welcome message on the kiosk. The consumer then uniquely identifies him or her self 
and the kiosk checks if the consumer is a participant in the merchandising system. A 
local database of frequent shoppers may be maintained at the kiosk 17 or in-store 
computer 15. Alternatively, every consumer may be validated through the host 
computer 10. If the consumer is not identified as a valid participant, the consumer is 
invited to register and the consumer is asked to provide specific identification 
information. If the consumer registers, the consumer may be provided with a 
complementary discount shopping list The program then exits. If the consumer is 
identified as a valid participant, the kiosk 1 7 retrieves specific UPC discount 
information for the consumer. Then a shopping list is printed for the consumer. 
Finally the discount information is transferred to the POS and the program exits. 

Referring now to Fig. 3, the shopping list provides the consumer with a ' 
welcome, special messages, and a listing of valid promotions being offer to the 
consumer. The consumer may reference the list throughout the shopping experience. 
The list generated in the store and provided to the consumer includes specific 
promotion information including special discounts offered to the consumer. The 
pricing information is provided as a net price list. The list includes an identification 
of the retail item, the regular in-store price, the savings (either in percent or in 
amount) and the net price (Your price) to be paid by the consumer for the item. Other 
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information such as total savings available during the shopping experience, the total 
savings to date, and other information may be printed on the list 

Referring now to Figs* I and 4, the discounts are provided to the consumer at 
the POS 20. The consumer enters the POS 20 and is identified as a participant in the 
5 system. As discussed above with respect to Fig. 2, the specific discount information 
for this shopping experience is transferred from the kiosk 17 to the POS 20, for 
example via the in-store computer 1 5 . At any time during checkout, if the scanned 
UPCs match an item on the list, the consumer receives the discount. The shopping 
behavior of the consumer during the shopping event is then provided to the retail 
10 corporation computer 12 and host computer 10 via the in-store computer 15 so that the 
consumer profile can be updated. 

Referring again to Fig. 1, each in-store computer 1 5 within a retail corporation 
includes an interface unit 27. The interface unit includes a data display (monitor) data 
input device (keyboard) and data output device (printer). The In-Store computer IS is 

15 interfaced to the retail corporation computer 12 and host computer 10 via standard 
telecommunication devices, routers, modems, etc. Alternatively, any suitable means 
of communications may be used between the different components of the system, such 
as cable, satellite, RF, etc. Promotions are downloaded from the retail corporation 
computer 1 2 and/or the host computer 1 0 to the in-store computer 15. The In-Store 

20 computer 15 is interface with at least one controller contained in the interface unit 27 
that manages file maintenance, and ensures promotional integrity, and provides on- 
line promotional discounts independent of existing functions and operations. 

The consumer profile maintained in the host computer 10 may also be used to 
offer specific promotions and discounts to a consumer utilizing a home shopping 
25 service* The discounts may be based on both the on-line and in-store shopping 

behavior of the consumer. As used herein, the terms "on-line" and "home shopping* 
are intended to refer to the activity of the consumer away from a retail store, including 
but not limited to shopping via telephone, e-mail, mail, courier, on-line service 
(provided by telephone, cable, satellite, or any other suitable form of communication), 

in ftv\m hnrrif wnrk r\r flrtv Ath/*r Inr.zifinn th*» rnncumpr rff*.<?ir£S 10 Conduct a retail 
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transaction. It is well known that the Internet or other on-line service may be used as 
another for* of rnass marketing. In some cases, certain on-line programs and service, 
track the response of subscribers to certain questions or offen. However, the data 
collected and utilized is restricted to what occurs on-line. However, most consumer 
activity does not occur on-line, bat instead occurs in the store. The present invention 

fect 10 P r0vidc * new «* Piously unknown service. I„ accordance 
with the invention, a consumer's on-line activity is combined with that same 
consumer's activity off-line, i.e. in-store purchasing behavior, for the purposes of 
targeting more effectively. 



10 



In order to implement this home shopping feature of the invention, when a 
consumer visits a supermarket and makes purchases using a consumers card or other 
means which specifically identifies the consumer, these purchases are registered in a 
central data base of the host computer 10, as described above. For "on-line shopping" 
the consumer interfaces with a home shopping server 30 using a home computer 33. 
IS The home computer may be a standard PC interfaced with an on-line service via 
telephone lines. Alternatively, any form of communication may be used with the 
home shopping feature of the invention. As discussed above, W shopping" is not 
limited to shopping conducted from within someone's house. Instead, home shopping 
is intended to refer to any shopping conducted by the consumer outside of a traditions 
20 retail store. 

During home shopping, the consumer may visit the on-line shopping service 
(web site) of a retail corporation or brand corporation. Based on the in-store 
information collected and stored on the central database of the host computer 10, the 
consumer is offered targeted incentives and promotions. Based on the consumer's on- 
15 line activity, including making retail purchases, the consumer profile is updated at the 
central data base maintained on the host computer 10. This information may also be 
updated to the retail corporation computer 12 or brand corporation computer 11. 
Therefore, the purchasing profile of the consumer is based both on in-store activity 
and on-line activity. 
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visit can utilize the home shopping feature of the invention. For example, when 
planning a shopping experience, a consumer can request a shopping list via the 
internet or other on-line service, much like the shopping list printed at a kiosk 17 in- 
store* The consumer can then use the home-generated shopping dist to plan purchases 
5 during the in-store visit The home-generated shopping list is generated with an 

expiration date so that the consumer knows how long the discounts, net prices and 
promotional items will be available to the consumer 

In order to offer net pricing to a specific consumer on a shopping list, 
information indicative of the price list used by the particular retail store must be made 
10 available to the system of the present invention $o that the discounts offered to a 

particular consumer are properly applied to an in-store price to arrive at a final or net 
price. The system of the present invention must be updated with the most current in* 
store retail pricing associated with the specific items so that the net pricing of the 
products offered to specific consumers may be determined. 

15 The system of the invention provides several alternatives such that if an in- 

store list is generated for a consumer, and during shopping the discount information in 
the POS is lost for any reason, the consumer can still redeem their value pricing 
manually at checkout Alternatively, if the consumer does not generate a shopping list 
upon entering the store at the kiosk, the discounts may still be provided to the 

20 consumer for the specific UPC codes when the consumer is identified at the POS. 

The host computer database is updated whenever an event occurs. An event 
occurs when the system of the invention sees a combination of the following 
information: 

1- a time stamp; 

25 2. a consumer number; and 

3. a UPC purchase. 



Consumer transaction history is initially collected at the POS. Each UPC on a 
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consumer receipt is compared again* a master PLU file to determine if history is to be 
stored by UPC or by a category or brand category of merchandise. For example, mere 
are categories of information storage based on the particular UPC of a purchased hem. 
This information is individually updated for the specific UPC being tracked. In 
another category, various UPCs are tracked together in a single-category. This 
category may be by brand, i.e., only UPCs of products within a certain brand are 
associated with the category. Alternatively, the category may be across brand lines 
and the category is associated with a certain type of product, such as soft drinks It is 
possible that an UPC is tracked in several categories, such as an individual UPC 
category, a brand category and/or a product type category. 

Each event occurring for which history is to be tracked by UPC is updated 
a household UPC sales table. Each event occurring for which history is to be tracked 
by category of good is updated into the household category sales table. Each category 
defines the number of household purchase histories to be kept Transactions occurring 
15 without a consumer number may be consolidated with an accumulated "event" 
maintained daily. 

The specific information described above may be used to classify consumers 
based on their specific purchases. Brand and Retailer corporations aUke want to know 
"who they are talking to" when targeting advertising and promotions to consumers so 
they can increase the efficiencies of the marketing programs. In order to maximize 
these efficiencies, consumers are classified in accordance with the invention. This 
classification will allow marketers to target consumers based on their value to a 
specific brand or to a chain. This value can be quantified in terms of product loyalty, 
store loyalty, purchasing frequency and amount, and other factors which are directly ' 
25 related to product sales. 

The process of classifying consumers is outlined as follows: 

Consumer behavior is tracked via the scanner (POS) to the UPC level. This 
means that the system of the invention literally tracks every ounce for each product 
that is purchased and when. This is accomplished by correlating UPCs of items 



